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War Influences

( years of world conflict hzve brought sbous

vaet changes not only in the composition tnd dis-

tribusion of United States foreign trade but alse in the
conditions under which i is conducted.

In the early monthe of the war thege changes resultezd
chiefly from axternal foress and only to o minor degres
from mengures taken o this country. The erms em-
bargo imposed after the outbreak of hostilities under
the Neutrolity Act of 1637 was short-lived, whils the
Testriciions on crediis and on mevements of American
vessels and Americon citizens embodied in the revision
of that Act in November 1939 hnve bad only incidentol
and comparntively slight effect on the course of trade.

Of far more decisive Influence n the envly stoges of the
conflict were the measures of economic warfors taken
by the TUhnited Kingdom ond France—the blockade
againgt Germany, restrictiona on imporfs of noncssen-
tiala, and henvy war orders in tha United States. These
mensures cub off or seriously curtniled long-sstablished
markets for many American goods, perticularly agri-
ealtural products, ond grently stimulated the produc-
tion, and export of ‘military supplies and other wor
esaantinls, _

Foilowing the spread of Nasi conquest, the British
blockads agoingt Germany was ultimnéely extended to
virtually the entirs Evropean Continent, whith in 1038
bod taken $776,000,004 of American exports ond sup-
plied $446;000,000 of Americon imporia. At the same
time the British procurement program in the United
States was enormously expended—orders by the British
QGovernment up to September 15, 1941, totsled some

$3,674,000,000, of which by far the grentey part wee |

placed after Germany’s viclorious campaigms I the
.apring of 1840. '

These messures of external, now chiefly British,
origin have continued up to the present to be ameng the
st powerfwl forees affecting Americen foreipgn trads,
rostricting it in some respects nnd greatly expanding it
in others.

In the meantime, however, the reguiranmts of na-
tional pecurity in the face of militaxy developments
sbrond bove led to the sdoption by the United States of
far-renching menmures which, direetly or indirectly, are
baving an ineransingly dominant inflyenes on the course
wnd conduct of trade. Some of these measures sre
restrictive, others stimulative, in their effects on ex-
ports-and imports, but nll ore directed toward the basio
end closzly reinted objectives of securing nuotiopal snd
hernispherie defense and supporting nations resisting
SfETassion.
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Dominate Foreign Trade

By Enl B. Lary

Lend-Lease and Foredgn Teads,

Bhortly after repeal of the arms embarge the President
appointed & special Lisison Committes to wseist the
United Kingdom snd its allies m procunng mikijary
supplies hore and fo coordindta their purchases with
our own defense program. While official ndvice and

" pegistance weore thus provided, contracts covering these

otders were sighed by the representetives of the foreign
governments concerned, mod ihese governmonts paid
{or auch orders out of their swn resources,
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Booroa: T, E. Durparhment of O ke,

Very different procedures involving s far greater
degree of United Stotes Government control were seb
up after possnge of the Lend-Leass Act of March 13,
1941, TUnder this messure procurement of goods for
transfer to countries eligible for lend-lense nid is under-
taken end peid for directly by the United Stntes
Government.t To $his end Congress on Marck 29
approprinied  $7,000,000,000—a sum approximately
equal to the total gold and dollor rescurces which had
been nvailable to the British Empire ot the beginning

" Detatts ol lond-loaso predrmatiien b procedunes &rs glven 1o the Bret and ssond

ceports Woder tha Aot sabrabtied 1o Congrees by the Prosldont vndor dates of Tune
1, LMY, o] Boplember 11, 1%L, tespaclivdy.
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of the war, In his second report uhder the Land-Lense
Act, transmitted to Congress on September - 15, the
Presidemt stoted thod up io the epd of August $8,281,-
000,000 of this amount had been nllocoted, =ad that
legal commitments for $3,566,000,000 hod been made.
Three doys latar the President submitbed o regueat
for sn ndditional appropriation of $5,085,000,000 for
lend-lenss purposes.

Sufficient time bas not yet elapsed for the lend-lesse

progrom to oxert its full effect on foreign trade’-

Defense articles exported under the act from March
11 through August 51, 1941, totaled $180,000,000, but

such shipmenis wore far exceeded by deliveries on-
eatlier orders placed by the British from their own.

resources, Lepd-lease materials are beginning to flow
from factories snd shipyards, however, and shipments
of these materials will grow from doy to day mmtil
they constitute the moet Important single element in
our exports. An inerensitgly large part of our axport
trode i therefore of & vory dpociol character, represent-
ing not meroly isterpovernmental trapenctions but
more specifienlly goods purchased by the United States
Government and transferred to governments of forsign
countries in whose defense the United Siates is vitally
interested.
Establishunent of Export Control

Exports to countries outside the 'Jend-lense nrea’
have nlso come incrensingly wnder ths influence of
‘gxtroordinary forcas generated by the war, The
dotermination to provide assistance %o nebions re-
sisting oggression and the vastly accelerated pace of
our own defense program beva stroained productive
capocity and necessitnted mcasures to ensure thot
materials and equipment wre employed in the menner

best serving the netionel interest. Obverely, it ia.

ne less important that our material resgurers should not
be parmitted to fortify thoas nationa bent on agpreasion,

Puxzuit of these objectives lod to the export licensing:

control ayatem, suthorized by law of July 2, 1940, This
gystem 18 desigmed to prevent the exportation, evcspt
under license, of any military squipment, or machinary,
tools or materials necesaary for producing or oparating
puch squipment, nz might be designatad by the Presi-
dent in the interest of nationnl defense.

An arigival list of articles and mnterielz subject to the
coptrol system became effective July 5 and bag besn
grantly sxponded by subsequent orders. The ratio of
exports under license to total roas from nbout
16 parcent in July 1940 to 40 pereant in July 1941 (zee
figurs 7). The schedule hns sinee been further ex-
tonded until, nt the end of September, it applied to
commadities which eonstituted ebout 88 percent of all
exports in the firat 5 months of the yenr.! It now covers

.proctically all metals and mamufactures, nenmetallie
. Vb diseeyion o0 pag ¥ of thi loos
i Thie Agurs, board en axperts carliof In e Yese rakher Unn corrant Zda, 4 sot

stritly comporabla with the porcentagny eororng astual arports undee 1Iumu o
Tuly 1011 and pravins mootks.

SURVEY OF OUREENT BUSINESS

Outoler 1041

minerals, machinery ond velncles, rubber and manu-
{actures, wood pulp, chemicals and related products
{except certain pharmacenticnls snd medivines), edible
oila and fats, and mony other commodities, .

With respect to the United Emgdom and other
countries aclively resisting ogpression, the controlled
items are mode available to the fullast extent possible
t aneed thelr war requirements as mutually agreed
upon,

On the other hand, less faveroble trentment is ac-
corded of neceasity o coumtries whoee defense needs
appeer less wrgent. To & limited degrea the restristive
effects of the control have been lifted through general
liconses, awthorizing exports of porticular itoms io
gpecified countries, A broad application of this metbad
has xnot been possible, however, both becawoss of this
gountry’s immense Tequirements and beesuss the other
countries concernad do not in all instanees provide affan-
tive restrictions agninst resxports to the Axis powers.®
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Moreover, aven though ezporiation irom the United
States may be permitted under genersl or specific
license, the execution of orders for nondefense items,
for exporc as well as for domestic use, hns become
increasingly diffienlé becouse of priovitiea graoted
defense production in the nee of sssential materials.
Muny of thie countrics adversely affacted by emxport
control and priorities bave long redied in large measure
on imports from the United Stetes to cover thair
requirements of jpdustrial and consumer goods, and
this dependence heas been greatly inereased by the
interruption in trade with Europe. The consequent
dislocotion in the cconomic life of theas countries,
particularly the other American republics, has heen
o source of incrensing ooncem $o the United States,
pnd special measures and prosedures have been inau-
< Tt UBAer Bocfelary uf State propeced an Tuky 10, 1041, (n tho Intor Amesiesn
Floandal and Fenoomin Advlsory Oommltias thak cooskicrativg be given to the
*cromtiea of M Intor-Amorcn BRIt of ¢tporh coukrol [mvalving siriet resirkMon
oned e of Ehee gt rtat o of predwets ontelde of Ui Wettion Hibimbphom whib a

marlmom of froa commoeng withia tho borabphwee which L8 compakible with defooss
requimmsnty,” ’
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gurated with & view to meeting their most sssantinl
requirements insofar ns possible.

- The TInder Secratery of Stata anncunced on July
17, 1941, that the Government was establishing two
parallel procadures for handling export licensing and
priorities matters ralating to exporis to the other Amari-
¢an republics, one being for government and the othar
for nongpovernment requirements! It was requested
that all matters pertaining o government needs or
uny projects which the govemmenta might wish to
sponsor be taken up by their missions directly with the
Departmant of Siate, The oonouncement further
atated : #* To tha extent that it is agread to be desirabls,
cortain of tha listed items will be procured by cha Gov-
srnment of the TInited States direetly for the aecount of
the other Americon Government in question. Other
iternz on the lists, subject to the approvel of the De-
partment of Stata, will ba tranemitted to the Adminis-
trator of Export Control for preferential processing,
ag necessary, through thea Offes of Production Manage-
ment, the Army and Navy Menitions Board, and other
approprinte ogencies.” *

The procedure for dealing with nongovermment re-
quirements of the Lotin American republics was {0 be
handled by the Administrator of Export Control. The
Administrator undertock to provide information and
sarvicea on all aspects of axport problems, including
priorities questiona nnd shipping nvailakilities, ond to
facilitate & maximum 'of fres movement within the
Western Hemisphere compotible with defense require-
ments, This presedure was implemented on August
11 by the estgblishment of n clearance servics in the
Office of Export Control whareby priority ratings might
be gronted exgort proposals afier clearance with other
interested agencies.

With the transfer of the Office of Export Control to
the Economic Defense Board, announced on Ssptember
17, it ‘was indicatad that the endeavor 0 meat the needs
of the other Americon countries and other friendly
nations would be pursued even more vigorously and
grstamatically thoo before.?
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The Stock-Plle Program and Freclusive Boying.

On the import side, the parallel to the export control
syatem is furnished by the program for the accumula-
tion of ressrves of strategic and eritical mnterinla,

Thae firet endenvors to build up rescrves of thess
commodities were made shortly before the war began.
The Strotegic Matarinle Act, which became law in
June 1930, anthorized the appropristion of $100,000,000
over o d-year period for this purpose, bot limited the
firat yanr's ppproprigtion to $10,000.000.  Also in June
1939, the Govermments of the United States ond the
United Kingdom concluded an egresmant for the
exchanga of 600,000 balez of American cotton ngnings
somathing over 85,000 long tona of cruds rubbar from
British Malaya. Receipis of crude rubber under this
grrangement hava been conswmmabed.

‘It wos net until aféer Germany's victories in t.ha
spring of 1940, however, that the United States em-
barked on o large-sr:nla program for building up stock
piles of vitally needed dofensa matarials, Under legis-
lation approved June 26, 1840, the Reconstruction
Finonce Corporation set up three subsidiaries for this
purpose; The Rubber Reserve Co., the Metals Reaserve
Co.,, and the Defonze Supplies Corporstion. Com-
mitmenta totaling more than $1,100,000,000 for the
purchase of materials from abread had been entered

.inte by thesa threa companies through September 13,

1941.°

One of the largest atock-pile ibems is rubber, for which
the Bubber Reserve Co. has undertoken t¢ purchase up
to 430,000 tons, at o cost of sppreximataly $190,000,000,
in southeaatern Asia, On September 13, 1941, 140,313
tons hnd been delivered, 66,241 tons wers in transit, and
150,601 tons awaited shipmoat., Deliveries on these
orders are expected to bo comploted by the middle of
1942, In addition, the company hos agreed to buy up |
to 30,000 tona of Brosilian rubber n 1941, 1942, and
1043 at o maximum cost of nhout $20,(,000,

Commitments by the Metals Reserve Oo., through
Seplamber 14, 1941, for the purchase of materials from
other eountries totoled approximately 2880,000,000,
disttibuted s follows: Refined ti, $207,500,000; tin
ore, $1224324 000; sluminwtn, $180,034,000; copper,

| $140,110,000; tungsten, $113,160,000; manganese ore,

$41,766,000; lead, 531,810,000; chrome, $12,015,000;
antimony, $6,403,000; zine ore, $3,843,000, and various
other matnls.

The Defense Suppliee Corporation bad mode com-
mitmenta totaling spproximately $47,790,000 through
Beptember 13, 1941, Of this amount, however, $40,-
000,000 represanted the Corporction's announced will-
ingnees to purchase up ¢o 100,000 bales of raw silk now

| Roport of Saplmber 19, 1941, by the Fedarsl Losa Admiohirator o the Breal-
denl amd Coogross.

N Infipding roseinle godir tha solton-rubbal arohibgs agreement, e Qovsrns
mont’s sbock plle of ornde rubber ot the pbddbo of Beptombor et ot 230,000 begn.
PHvatssoks, Drw cotitroliod andar te prioeiBos systom, have o moost iy expanded,
amounthyg to apprerimaledy S00000 tons on AUEdsk J—in Increaon of aboat 00,508
Loa oty Pw Robbor Dnereo Oo, was catablliahed.
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in the United States or which may hereaftor arrive,
. Buch stocks wore frozen by order of the Qffice of Pro-
duction Management fellowing interruption of trade
with Japan in August. The rempinder of the Defense
Supplies ﬂorpomtlun 8 commitments cover mmginly
commoditics which it is in the process of obtaining from
shroad, including $10,000,000 of corkz, $6,303,000 of
nitrata c:-f aoda, $3,200,000 of jute, 33, l]l]l] A0 of South
Amarican }l.rnnl, $1,500,000 of Munila fiber, $1,340,000
of quinine sulphpts, and lesser nmounts of leather,
kapok, diamond dies, and several other items.

The progress made by the threa RFC gubeidiaries in
obtaiving delivaries on some of the principal atock-pile
items iz indientsd by figure 8. These purchases,
together with amall sequisitions by other Government

AFAGENT
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l?lg,urn 8, —Poarcantags of Careain Steacegds and Critical Ma-
terinle ebvered and AfSoat to Total Purchasss and Cosn-
mitments (Qeantity Basis) by the Reconsoruedon Finanee
Corporation, through Septambar 13, 1941,
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ngenciea, are obviously accounting for a heavy portion
of total imporis. While imports on private aeeount
have also incrensed grendly in meny coses, coniracts
by official agencies now cover many of the major foreign
sourees availoble. In the case of cne commodity the
Govenment has become the sole importer. Under
arrangements worked out with the British and Nether-
land Governments and the International Rubber
Regulation Conumitéce, effective June 23, 1941, all
exports of crude rubber to the Dnited States from south-
castern Asiz will be restricted to the Rubber Reserve
Co., although shipments will continus t¢ inclede for a
hme deliveries on old contracts by privete Inporters.
As in the case of exports under lend-lease, therefose,
an increasingly large part of the import trade is being
enrried on through official channels. Like other mess-
ures offecting foreign twade, this development is an
inevitable cutgrowth of the present emergency. Omly
1L T Thifors Bop itk Corprotitios i ks trahPorting sed ioeity io Wsie conutry
000,008 Ponndy of Austwlien wpd, of wiioh mom oan 64,000,000 pourds bed
alrchdy Dot rocelved a8 of Sapeambir 13, Tha woul balongs ty the Tnited ing:
Aam, bat the Oniled Bistas Gomirkaient. i wrovidimg Sor htporaton atd storsgs

oosiy, natiusbed (0 1otal minat $19000,000, and. hee B pigh; 50w anye part, of 1) Gt
ma¥ bo requlred,
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the Government has the intereat, authority, and re-
aources to store up grent reserves of materials and to
muke sntisinctory arrangements for their precuramend,
Tha cencentintion of imports of thess maberiels in offi-
cial agenvies also simplifies distribution prublams under
the priovitica systam.

The significance of the stock-pile program les not
enly in the ageumulation of materinls vitad for Tlnited
Stetes defense preduction but alse in its besring on
sncther important aspect of this country's forcign
policy: The preveation of shipments of such materiale

.to tha Axis powers, Ik copmection with his proposal on

July 19, 1941, for the crestion of sn mier-American
gystem of export control, the Under Becretary of State
urged that each of the American republics eatablish a
eystern of export control covaring it3 own production of
strategic and critical materisls, The Under Ssoretery
stated that there were strong markets in the United
States for moet of these roateridls nad g:'.we LESUTANCH
that United States Government apencies stood

o give ¢onsideration to purchasimg supplies of such
commodities under the stock-pile program, .

Thia offer hos already been implamented by the nego-
tintion of specin] sgresments with Latin American
govermmenis and producers. One of the moat com-
Plete arrangements of this type is that with Mozico.
It wos snpnounced on July 14, 1941, that the Motals .
Beserve Co. nnd the Dafenee Suppliea Coorporation, in
conjuuction with the Stats Department, had complsted
arrengemonts whick, for the following 18 months, would
make nveilable to this country or other countries of the
Woatern Hemisphere the sxporiable surplus of Mexican
siratepie and eritical magerinls, including antimony,
copper, graphite, lesd, meroury, tungeten, Lin, zine,
ond henequen.

Financisl .&alintnnu to lein Counkcire.

The waw materiol producing countries of Latin
Amezricn, the Far East, abd elzsewhere have benefited
substantinlly by the stock-pils program sand heavier con-
sumpiion in United Btates defense indvatries. FPiin-
cipally because of thess factors, imports from Latin
American ¢ountries in the first holf of 1921 were nlmost
100 perceat lnzger then in tha first kol of 1939, yielding
u substontiel excess in favor of that area ss o whole
aad, in conjunction with other factors, greatly easing
the exchanpe difficuliies experienced by meny of theae
countries following the outhreak of the war. Imperts
from che Netherlanda Indics and British Mulnya have
also increased emormonsly,

The benefits conferred by thees purchases, huwwnr,
wre not fully indicated by the import statistics. In
seversl cases the Unibed Siates has agread to make sul-
stantiel advence payments to aasisl in production or
for other purposes. In connection with the purchase
of 340,000 tong of aluminum by the Metals Reserve
Co. from Conada, for delivery through 1944 and involv-
ing npproximately $126,000,000, it wes agreed to
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advance $60,000,00¢ to finance the exponsion of power
and plant faciliies. On September 17, 1M1, it wos
announced thot the Defensa Supplies Corporation had
contracted with ‘Amtorg Troding Corporstion for the
purchose of spproximately $100,000,00¢ of Russian
materiale and had agreed to advance up to 550,000,000
of this sum for use by the U, 8. 5. R. in purchasing
suppliea from this country. ’
. Another RFO subsidiary, the Export-Import Bank,
haa been active in praviding financisl aid to the other
Ameriorn cumiries. Ever sinca the Bank wan estob-
lished in 1934 it has furnished wvaluable assistance,
slthough on a limited seals, in finaneing trade transne-
tighs with these conmbrics and other areas. In Septem-
ber 1040 ita sctivities were greutly expunded to nlle-
viate the serious disturbances to the economie lifa of
the Latin Amoerioan aountries reswiting from the war.
The Bank was authorized by Congress to minke loans
to nesist in the developmant of the rezources, thestabili-
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Flguie 9. =~Loana Authorized by the Export-Impert Bank for
Latin Amarican Connirles.
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" zotion of the sconomies, and the orderly marketing of
the products of the Western Hanisphare, A& tha rame
time ita lending power was inareased from $200,000,000
to $700,000,000.

Following the giant of thin additional authority,
loans suthorized by the Bank for Latin Amaricsn
countrics ingransed sharply, amounting to $188,650,00¢
up to Augnat 15, 1841, or abnost 60 percent of the total
of $321,000,000 suthorized for these countries sinee the
Bank was established.? Loanz made during the past
year included $20,000,000 to Brazil for the construction
of 2 etesl mill, in which $25,000,000 in Brazilion funds
was nleo to be imvested, Auother project is the develop-
ment of rubber and other tropicel produocts in Haiti, for
which 5,004,000 was advanced. Loans have also been
grantad to various other Latin Awericho’ countries
for the purchase of United States agricultural and
Aindustrial produota.

In recent months the problem of developing the
resovrces of the other American countries appears o

0 Apduiod bt nte ot of M $30 000000 total, Doweear, moconled b ouly

Noomt S 900,00 threuyh Angont 18, BN QO W Laktor amagat coly S95,600,000 wos
‘sifll guinimoding.
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hava become less one of providing credits and dollar
sxchange—our inersnsed purchases of raw materials
have allovinted thess difficulties—~but rather one of
priozities, In this respect the Government has ex-
pressed ite intention to sid in promeiing the most
important projects. With referencas to the congtruction
of tha steel mill in Brazil, for example, the State Depart-
ment pnnounesd on July $ that priority aid weunld be
provided by the DHice of Froduction Management in
obtoining sieal, machinery, and othar sguipment,

With the exeeption of credits advanced to Finland
in the winter of 193940, Chine is the only couniry
outaide tha Western Hemisphers to receive Export-
Import Bank nssistonce gince the ontbraak of war in
Europe. Three credits apgregating $95,000,000 ware
eatablished during 1940 to finanes the sale of American
pupplies to China, Repayment of these credits and
others previously granted * is provided for largely out of
shipment of tung oil, tin, fungsten, and other slrategic
materisls. In eddition te assiztance rendered by the
Export-Import Bank, the Stabilizntion Fund on-
nounced, on April 25, 1941, 5 550,000,000 credit for
China.

Forsdgn Funds Controd and Forelgn Trade. *

Control over forsign funds and foreign exchange
transactions administered by the Tressury under the
Presidant’s axscutive order of April 10, 1940, and sub-
sequent extensions—which mow directly apply to 32
foreipn sountries and sffeet more than &7,000,000,000
of foreign-owned nsseta in the United Statee—naffords o
gystam of restrictions on foreign trade and other trans-
netions which parnllels and reenforces in many respecis
othar measures affecting trade.

Export and impork transactions cotne within the pur-
view of foreign funda control because of the prohibiticns
and restrintions applied with respest to transferas of
eredit and other financial iransactions—which are ¢he
indispensable counterpart to thé movement of goods.
In addition to this indirect but exiremely effective -
chack, the Tressury’'s suthority under the freezing
order extends to “any transaction for the purpose or
which hos the effect of evnding or avoiding the fore-
gotng prohibitions.” Moreover, transactions invelving
property in which any blecked country or its notionals
has ‘‘eny interest of any naturea whatspever”—with
respoct o which the powers mentioned are to be exer-
gised—are broadly defined ¢o include, among other
things, *any oxport or withdrawal from the Unibed
Btntes to such foreign countries.” The Tressury's con-
trol over transactions involving euch property is exer-
cised by the issuance or vefussl of licenses——sither
genersl ar specifio, os the case may be—and is enforced,
a3 far as merchandise trade is concerned, through the
customs administration.

Foraign funds control was undertaken by the Tnited

¥ Ttal lnams suthorfzed for Ohios by fhe Biport-Tmpoct Bank have attunttd b

$136,200,000, of whieh, forough Juns 0, 1941, $06, 200,000 hod been moliily dbiarsod
Akl 3T, 000,000 W oo detandiny.
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Stntes for rensons guite different from those which bave
ordinarily prompted the establishment of exchange
cartrol by ather countries. In moat instances foreign
countries bove resorted to such morsures ps a meana of
conserving their own exchange resources nbroad. By
conirast, the adoption of contrel by the United States
was, initiolly, for ihe purpose of proteching assets in
this counitry helonging to nodions which had fallen
wader olien occupation sind no longer had Ireedom of
choice in the use of ther resources.

This protective sentrel was first applied on April 10,
1940, to the nasets of Denmark and Norway upon the
invosion of thase couniiies by Germany, end was ex-
tended to the Netherlonds, Belgivim, and Lixemburg on
May 10, 1840, to France on June 17, 1344, and te other
invaded counfrie2 in fwrn as they fell viciims to Axis
a.ggreaamm

The freezing orders apply in principle n.nt. only to the
governments and nationals in Enrope of the countries
gffected bub also to their possessions and nationela in
other parts of the world, The Treasury, however, hoa
jssued o variety of examptions in tho form of general
licenses to aveid restriciing unduly legitimate transnc-
tions by these governments and nntionels situated
outside the oceupled countrics, Buch exemptions hove
been particularly impariant, for example, in the ease of
the Netherlands Indies, with which commercinl trans-
petions are now subject only to very minor restrictions.

While protection of property belonging to victimes of
Axiz sggresasicn was the major purpose of the frst
fraazing orders, the contrel hos sinee been greatly ex-
panded #s to both scope snd purposzs. On June 14,
141, an emeentive order wae jmed frecsivg Georman
and Itolian sssels 25 well ns those of all ofher Conti-
nentnl European countries not affected up to that time.
The purpose of thiz astion wos not only " to prevent the
Liquidation ia the IMnited States of gasets looted by
durcsa or conquest,” but alac “to prevent the uee of the
finaneial Tasilities of the United States n ways harmiul
to national defenss and other Americon inferssta” and

"ta curb subvarsive setivilies in the United Stotes." M-

The eoxtension of the contrcl to ths remreining
couniries of Eorope was made "with & view to Imple-
menting the control of Germnn and Ttalion agseta in

thizs couniry snd in view of the interrelationship of .

international financinl tronsnctions.” It was indicatod
st the time, however, that the freezing control would be
lifted through the medivim of genorol licenses with
raspeet to certaim of these counéries subject to receipt
of assurance from their povernments that such liconses
would not ha used to evnde tha purposes of the control,
It wns algo stnted theb transections under peners]
licenses would be subject to reporting ond snreful
gcrutiny. (enernl licenaes of this charneter have gines
been issued lor Sweden, Switzerland, the T. 8, 8, R,
Spain, and Portugal.

" M Bisimment rrisnsed by the White Honss on Jeoe 14, 14,
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Insofar as Continentel Evrope i8 concerned, tha
volume of trode affected by the freezing orders was nos
laygs, The British blockede and novicert system had
alrendy reduced that trade t¢ o mere wickle permittad
tha few remaining nevtral nations. While foreign funds
control has made possible a more careful cheek on ex-
ports fo these countries, ita chief effect has been to

‘prevent the use of blocked funds by the Axis for other

purpose2 detrimentsl to our intecesta.

On the other hond, the freezing of Earopean assets
did affect wo important volume of trode in another
direction—that with Latin America. - As mentioned
obove, the “nationals” of o blocked country include
such naticnals, broadly defined, wherever they may
be, Germons and Ttalians, as well as notionals of other
blocleed countries, have long played a prominent role
in trode and indusiry throughout the world. While
their netivities in mony areas had slready been circum-
scribed or brought to an end by the wor, Germans and
It.nliana. remnined unresiricted in Latin Americe, where
in mony coses ihiey were ﬂngag@d in anti-American
pursuits.!

The order of June 14 nfforded & means of surlailing
these nctivities. The application of the freezing order
0 all nationals of blocked sountries, however, would
have entailed serious dizndvanteges in trnde with Latin
America. It would bave been difficult for traders and
bankera here to determine whather or not their Latin
American contacts wers blocked nnfionala within the
meoning of the order. Moreover, it wne recognized that,
among firms which might be so classified, there were
many whose interesia were consielent with inter-
Americon solidaridy and security,

With o view to causing the minimum interference
with legitimaute inter-Awpticen trade, therefore, the
Government secepted mpmsi]}i]it.:,r for determining
which firms and individuels in Latin Americo were to
ba trented as nationals of Germany and Ttaly. For this
purpose there wos jssued on July 17 a " Procloimed List
of Clartuin Blocked Nationals,” containing the names of
more Ehon 1,800 prrsons and businm imstitutions (sul-
sequently incressed to sbout 2,100) who were t0 be
subject to the frecging order for 4il purposss, It was
provided, furthermore, that noe oarbiels ander export
control ovuld be exported to persons an the list exespt
under specizl sireurnstanoes and aubject, of course, to
tha issuanes of an export liconse, In addition, it wos
ordered thet o license muwst bo obtained from the
Troasury for pny exportation or importation in which
any persoh named in the list had an interest.

At the same time the Trensury issued » gemeral
license permitiing inter-American trods traosnctioms
and finsneinl tranetctions incidentsl thersto involving
persona not on the list but who wers stherwise blackead
nationnls within the mesning of the order. Finaneinl

W St for exnapfile, AALonssL relontdd o TADUAF B, 1841, by tha Oilkes for Onordl.

metlon of Commonmdal and Cottoryl fielstlene Hetwom the Amoricsn BRagublica
{pablightd i lha Btath Dopattoxnt Buolktin fo Inouory 1, WM I).
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transactions by suah persons not inecidental to trede,
howaver, remtined subjeat to apecifin Nesnss in each
ohse,

The most drastio effects of the freezing oxders on trade
have bean vigible in the cnse of Japsn, whose asasts wers
frozen on July 25 follawing that courtry's oocupation of
Franch Indocling. Shipments to Japsn had already
baen reduced toward the end of 1040 by export contral,
which coverad many items most in demand by thaot
country. A subatantis]l volume of export trade in
licensed nrticles or those net yet subject to control
remuined, howsver, while importa from Japan remmoined
unrestricted and continued to wield that country useful
dollar exchange. Tha extension of foreign funds eontrol
to Japan brought all financial and import and export
transsctisne mvalving Japaness intereats under eontrol
of this Government. This action, tovethar with ro-
tolistory measures by Jopan, had the practical éffect
of bringing trode betwaen the two couniries to o
standatill.

+ Foreign funda eontrol wns extended to China at the
sume time that it woe applied to Japan, bui for guita
different reasons. Contrel over Chinese assets wos
insticuted nt the request of the Chingse Nationzl Gov-
erament ot Chungking to asgist in strengthening its
foraign trade and exchange position. While trade
with the cecupied arens, a3 with Jnpan, virtually ceased,
the restrictive effects of the control on iransnction? with
free China wers lifted by means of geneml licenses
issued for the National Government and the Central
Book of China and for various American, Britieh,
Netherland, 2nd other non-Japaness banks in Chips.

Contrel Over Shipping Facllldes,

Developments growing oui of the war have alsn
necessitoted control by the Government over stil
another aspect of foreign trade, numely, cecean trams-
portation. The shortage of shipping—resuliing from
Germian attecks o British and noudrsl vessels snd an
irmmense expoosion of requiremente—hes mode itself
acutely folt throughout the world.

While progress has boén mada both in combating
the thrent to shipping and in undertaking new con-
atrustion, the production of dafense articles for sxport
and the incrensed demand for imported raw materinla
. may be axpected to pross apainat avnilable tronsporta-

tion facilitics for some months t¢ come, Confrel of
shipping in order to give preferance to the most vital
_import md export coargoes hos eonsequently been
NECLSZATY. _

Enaciment of the Ship Warrants Low on July 14,
1541, pave the Maritime Commissien sutbority to
patablish 2 formnl eontrol of this nelure. In actunl
practice, howavar, nllocation of cargo space for materiala
most urgently needed had already been exercised for

- apveral montha before that time throngh informal
artangements between the Commission, acting with the
ATEEA L el o
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advica of the Office of Production Manogement, and
ship oparators. :

Under the new mansura the Cormmission ia empowered
to issue worrahts to Amerienn and foreipn vessols
giving them precedence in the use of harbor fosilities,
including loading and unloading, repairs, bunker fual,
and other ship supplies. Priority is thus granted to
vesgals and ship cperntors cooperating with the defense
program in carrying the most vital import and axport
cargoes. While the warranis systemn does mot moks
compliance mendntory, it i= n very compelling instiu-
mant, Failura to cooperete on the part of either Ameri-
enn or foreign operators would entail extremely serions
diandvantages, sinee they covld have no eertainty re.
gording the wse of asgentinl port focifitier without o
Wrvant., ]

By the same meons the Marvitime Commission is abla
to regulnie mora effectivaly ocean froight rates, thus
strengthening the inmformsl aprcomeniz previously
reached with American-flag ship operators. On July
30 the Commisasion announced a new scila of maxi-
mum time charter rates, effective August 1, materially
reducing previous retes. '

Centralizad Control by the Ecomomic Dafensa Boand.

Tnder the impact of 2 yents of war sbroad, the
United States Governmoent has become o “foreign
tradar” on & multib:dlion doller scele. It precures out
ol its own resourccs vast gquantitics of wor supplies for
tronafor to crmbathled nations whose triumph s vital to
our scourity, It aleo undertaliea divestly or assisis in
the procurament of gonds required by other countrics
whose welfare i3 essontial to national and hemiapheric
security snd provides finsnciol aid to sony of these
countries to sssist in their economic development and
to combat the disvuptive offeots of the war. It pur-
cheases ond imports great stores of atrateme and crifical
materials to hold in reserve and to mpet tho curront
noeds of defense produstion. .

In addition ic participating divectly in exports and
imports on an incressing seale, the Government has
found it imperstive to mnssume contrel in one woy or
nncther over almost all other nepoects of trade. Most
export commoditice arc subjeet to licensing roquire-
ments, and thiz eontrol is virtunlly complots in cote-
goriea of importance to uationnl defense. Foreign
sxehange and finencial transactions with many foreign
eountriea and their nationals ave under official eontral
and nre blocked whenever they involve bensfits to
nations whose policiess mennce American security.
Maritime trensportetion iz eontralled to give precedence
to shipmonts most urgently requoived, while [ess cssentinl
imports and exports must wait their turn,

Although their major purposcs hnve besn clear, it
wng insviteble that, in the rapid devclopment of sueh
far-renching emerponcy controls over foraign trade,

{Condinued on p. 263
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the ssnsonal foctors for pnssengor-rar sales to ovrive
at & set of factors for the entire group.  Seasonal correc-
tion fectors were mode o gvernge 100 for anch series in
BVOIy Jeur,

Tha daily aversge index for each bype of businesa for
exob month was divided by the corresponding seasonal
adjustment. inctor to obtain the index ecovrected for
sensonal varigtions for that kind of busineas in ench
month.

Combization of Indeyas.

Agpragnte dollnr anles of nll retnil stores wore obtained
by simply adding estimatad dollar snlas deseribed
agbove. Indexes of avernge donily snles of all retail
gtoras were ohtnined by weighting each kind of business
by the ratio of ita saled in the & yesrs 1935-30 to snles
of nll rotnil stores in the same pericd.  Sensonally
adjusted indexes of aalea of all ratail stores weva obtninad
by compating 1 weighted avernga (using the same
weights) of tha soparete scasonally adjusted series.

In building up hdexes of s2les of durable goods stores
and nondureble poads stores it was docided to incleda
jewelry stores, for which o good manthly series weaa
available, in the durabla goods group, whila alloeating
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the rest of the “other vatail stores group to the non-
durnble goada group. A series of sales of jowalry
gtores necordingly wae built up from the indapandent
stora spmple of the Bureau of the Census. "It was
adjuated to the 1935 nnd 1939 Censuses by the pro-
cedures doseribed shove.  The number of working days
computed by the Board of Governors of the Fedoral
Ragerva Bystemn for department stores wns used o
obtain avernge daily coles. Finally, the serice wos
soasonally corvected by tho 12-month wmoving average
method.

Appregate salen of durabla goods storea weare obtainad
by ndeding delisr sales for (1} antomotiva stores, (2)
houschold furnishings stores, (3) building materinls and
hordwars deslers, and {4} jewolry storce. Daily aver-
nge indexes with and without sepsonal adjustment, were
computed by weighting the indexes Ior onoh of these
four classifications by the proportion whicl, its sales
bore to soles of all foar classes of atores in the 153539
base period. Sales of nondurablz goods stares wera
derived by o similar process from combining with
appropriate weights the sonles indexes of the remaining

types of stores,

{Comtinved from p. 17.)

thera should have been some overlapping of funstione,
differsnces in criterin, and varigtion in effectiveness.
Tha inerensing necessity for complate coordination
betwean econormnic policies and their integration with
foreign policy s & whele ted {0 the creation on July 30
of the Economie Defense Board.

In the Exeeutive Order estoblishing the Board, the
field of #“asonomic defense” is broadly defined to
ombrace ol sspects of foreign trade and other inter-
national economic sand fineneisl activities. Within
this field the Board is instrucied 10 advise the Prosident
o essentie]l measures and functions; ecoordinate the
policies and acticna of other departmenis nnd agencies
to nssure unity nnd balance; develop integrnted plans
for coordinated nction by other departsaents and
agencies and use all nppropriote wieans to nssurs thab

~such plana are carried inte effact; maka investigntiona
on the relationslip of economie defense to post-wnr
economic reconstruotion; and review existing or pro-

posed legislation and make recommendations for such
ndditional legislation ns may be necessary. )

While the objectives and methods of eponomic
defense policy have already boeen indicated by provious
micasures and actions, certein phrses on which stresa
would be placed were mentionad by the Vice Presidont,
as cheirman of the Ecozomic¢ Dofonee Board, on Sep-
tember 17, 1941, in announsding the transfer to thal
ngency of the Offien of Export Control. The Viee
Prezident stated that o “determined intenszifieation”
of the policy of preventing shipments to Axis-dominataed
countries was necessary; that other nations still free,
particulerly other Amsrican countries, must got
encugh goods to mointein the stability of their scon-
omies insofar as possible; nnd that inereasad supplics of
eritically nosded matorinle must be obinined, with
further adjustmenta in shipping to achiave this gonl and
with particular omphasis on securing additions] supplies
from aiher Westarn Hemisphare coumtries.

—— i

{Continuad from p. 100

September 1041, gran prices advanced 38 porcent on
the avernga: cotton and cotionseed prices wers up 97
percent, meat animals 48 percent, chicken and epgs
38 percent, ond dairy products 26 percent.

The result has been & 25-percent increase in ensh
inceme from fartn marketings during the first 8 montha
over the like period o yeor earlier. The price advonca
has given farmers a supplementary soures of income

by emabling them to redeem and =00l at higher pricez
£10681—42—t

commodities placed wnder loan with the Commedity
Credit Corporntion in prior years.

For the year ne # wholn, cash ineome from market-
inga is oxpected to be abeutb 10 billion dollars, as com-
pared with 8.4 billion in 1940, Gevornment paymenta:
will probably raise the farmors’ total ensh income to a
lavel approaching the 19243 average of 10.8 billion
dollars, Suck an inarenss will be relatively larger then
the expoansion of income in the cvonomy as a whols,



